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Wherever, and in whatever way, this is done, the value of gold is determined with relation to, at least, a certain number of commodities, and it is conceivable that when this is done the prices of all other commodities may be fixed by their economic relations to the commodities which have come into exchange relations with gold. If ten sheep exchange for one bullock, and if a bullock is the article which comes into exchange relations with gold and does actually exchange for ten sovereigns, it is easy to see that, in bargaining, the price of a sheep would be fixed at one sovereign, though a sheep was never actually exchanged for a sovereign.
But if this be the method by which general prices are fixed the Quantity Theory still holds good, for the prices of the commodities which are brought into exchange relations with gold will, other things remaining the same, rise and fall with the changes in the Quantity of Money, and that rise and fall in price will automatically affect the prices of all other commodities.
Some persons have even said that they are unable to see that gold is to any material extent brought into comparison with commodities for purposes of exchange under our present system. This view will not stand examination. Gold, apart from its use as a reserve to support credit, is still largely used in actual exchange for commodities. The ninety millions sterling or so of gold which is produced every year is really exchanged for